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1815.404–471–6 Modification to struc-
tured profit/fee approach for non-
profit organizations. 

(a) The structured approach was de-
signed for determining profit or fee ob-
jectives for commercial organizations. 
However, the structured approach must 
be used as a basis for arriving at profit/
fee objectives for nonprofit organiza-
tions (FAR subpart 31.7), excluding 
educational institutions (FAR subpart 
31.3), in accordance with paragraph (b) 
of this section. It is NASA policy not 
to pay profit or fee on contracts with 
educational institutions. 

(b) For contracts with nonprofit or-
ganizations under which profit or fee is 
involved, an adjustment of up to 3 per-
cent of the costs in Block 13 of NASA 
Form 634 must be subtracted from the 
total profit/fee objective. In developing 
this adjustment, it is necessary to con-
sider the following factors: 

(1) Tax position benefits; 
(2) Granting of financing through let-

ters of credit; 
(3) Facility requirements of the non-

profit organization; and 
(4) Other pertinent factors that may 

work to either the advantage or dis-
advantage of the contractor in its posi-
tion as a nonprofit organization. 

[65 FR 45306, July 21, 2000]

1815.404–472 Payment of profit or fee 
under letter contracts. 

NASA’s policy is to pay profit or fee 
only on definitized contracts. 

[65 FR 12485, Mar. 9, 2000]

1815.406 Documentation.

1815.406–1 Prenegotiation objectives. 
(NASA supplements paragraph (b)) 

(b)(i) Before conducting negotiations 
requiring installation or Headquarters 
review, contracting officers or their 
representatives shall prepare a 
prenegotiation position memorandum 
setting forth the technical, business, 
contractual, pricing, and other aspects 
to be negotiated. 

(ii) A prenegotiation position memo-
randum is not required for contracts 
awarded under the competitive nego-
tiated procedures of FAR 15.3 and 
1815.3.

1815.406–170 Content of the 
prenegotiation position memo-
randum. 

The prenegotiation position memo-
randum (PPM) should fully explain the 
contractor and Government positions. 
Since the PPM will ultimately become 
the basis for negotiation, it should be 
structured to track to the price nego-
tiation memorandum (see FAR 15.406–3 
and 1815.406–3). In addition to the infor-
mation described in FAR 15.406–1 and, 
as appropriate, 15.406–3(a), the PPM 
should address the following subjects, 
as applicable, in the order presented: 

(a) Introduction. Include a descrip-
tion of the acquisition and a history of 
prior acquisitions for the same or simi-
lar items. Address the extent of com-
petition and its results. Identify the 
contractor and place of performance (if 
not evident from the description of the 
acquisition). Document compliance 
with law, regulations and policy, in-
cluding JOFOC, synopsis, EEO compli-
ance, and current status of contractor 
systems (see FAR 15.406–3(a)(4)). In ad-
dition, the negotiation schedule should 
be addressed and the Government nego-
tiation team members identified by 
name and position. 

(b) Type of contract contemplated. 
Explain the type of contract con-
templated and the reasons for its suit-
ability. 

(c) Special features and require-
ments. In this area, discuss any special 
features (and related cost impact) of 
the acquisition, including such items 
as— 

(1) Letter contract or precontract 
costs authorized and incurred; 

(2) Results of preaward survey; 
(3) Contract option requirements; 
(4) Government property to be fur-

nished; 
(5) Contractor/Government invest-

ment in facilities and equipment (and 
any modernization to be provided by 
the contractor/Government); 

(6) Any deviations, special clauses, or 
unusual conditions anticipated, for ex-
ample, unusual financing, warranties, 
EPA clauses and when approvals were 
obtained, if required; and 

(7) Any risk management issues, e.g., 
mission success, safety, occupational 
health, information technology, export 
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control, security, and environmental 
risks. 

(d) Cost analysis. For the basic re-
quirement, and any option, include— 

(1) A parallel tabulation, by element 
of cost and profit/fee, of the contrac-
tor’s proposal and the Government’s 
negotiation objective. The negotiation 
objective represents the fair and rea-
sonable price the Government is will-
ing to pay for the supplies/services. For 
each element of cost, compare the con-
tractor’s proposal and the Government 
position, explain the differences and 
how the Government position was de-
veloped, including the estimating as-
sumptions and projection techniques 
employed, and how the positions differ 
in approach. Include a discussion of ex-
cessive wages found (if applicable) and 
their planned resolution. Explain how 
historical costs, including costs in-
curred under a letter contract (if appli-
cable), were used in developing the ne-
gotiation objective. 

(2) Significant differences between 
the field pricing report (including any 
audit reports) and the negotiation ob-
jectives and/or contractor’s proposal 
shall be highlighted and explained. For 
each proposed subcontract meeting the 
requirement of FAR 15.404–3(c), there 
shall be a discussion of the price and, 
when appropriate, cost analyses per-
formed by the contracting officer, in-
cluding the negotiation objective for 
each such subcontract. The discussion 
of each major subcontract shall include 
the type of subcontract, the degree of 
competition achieved by the prime 
contractor, the price and, when appro-
priate, cost analyses performed on the 
subcontractor’s proposal by the prime 
contractor, any unusual or special pric-
ing or finance arrangements, and the 
current status of subcontract negotia-
tions. 

(3) The rationale for the Govern-
ment’s profit/fee objectives and, if ap-
propriate, a completed copy of the 
NASA Form 634, Structured Ap-
proach—Profit/Fee Objective, and DD 
Form 1861, Contract Facilities Capital 
Cost of Money, should be included. For 
incentive and award fee contracts, de-
scribe the planned arrangement in 
terms of share lines, ceilings, and cost 
risk. 

(e) Negotiation approval sought. The 
PPM represents the Government’s real-
istic assessment of the fair and reason-
able price for the supplies and services 
to be acquired. If negotiations subse-
quently demonstrate that a higher dol-
lar amount (or significant term or con-
dition) is reasonable, the contracting 
officer shall document the rationale for 
such a change and request approval to 
amend the PPM from the original ap-
proval authority. 

[63 FR 9954, Feb. 27, 1998, as amended at 65 
FR 37059, June 13, 2000]

1815.406–171 Installation reviews. 
Each contracting activity shall es-

tablish procedures to review all 
prenegotiation position memoranda. 
The scope of coverage, exact proce-
dures to be followed, levels of manage-
ment review, and contract file docu-
mentation requirements should be di-
rectly related to the dollar value and 
complexity of the acquisition. The pri-
mary purpose of these reviews is to en-
sure that the negotiator, or negotia-
tion team, is thoroughly prepared to 
enter into negotiations with a well-
conceived, realistic, and fair plan.

1815.406–172 Headquarters reviews. 
(a) When a prenegotiation position 

has been selected for Headquarters re-
view and approval, the contracting ac-
tivity shall submit to the Office of Pro-
curement (Code HS) one copy each of 
the prenegotiation position memo-
randum, the contractor’s proposal, the 
Government technical evaluations, and 
all pricing reports (including any audit 
reports). 

(b) The required information de-
scribed in paragraph (a) of this section 
shall be furnished to Headquarters as 
soon as practicable and sufficiently in 
advance of the planned commencement 
of negotiations to allow a reasonable 
period of time for Headquarters review. 
Electronic submittal is acceptable.

1815.406–3 Documenting the negotia-
tion. (NASA supplements paragraph 
(a)) 

(a)(i) The price negotiation memo-
randum (PNM) serves as a detailed 
summary of: the technical, business, 
contractual, pricing (including price 
reasonableness), and other elements of 
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